Tulisan ini adalah studi tentang hasil penelitian yang memberikan perhatian pada aktivitas akuisisi yang dilakukan oleh perusahaan-perusahaan pengakuisisi (acquirer). Tujuan utama penelitian ini adalah untuk melihat bagaimana reaksi pasar (market reaction) akan memberikan tuntunan atas gambaran kinerja perusahaan-perusahaan pengakuisisi dalam jangka panjang. Dalam studi ini digunakan 39 perusahaan pengakuisisi yang telah melakukan akuisisi dalam periode waktu antara tahun 1991 sampai dengan 1998. Studi ini menerapkan metode event study dengan menggunakan market model untuk menghitung abnormal return.
INTRODUCTION

Background
For global enterprises, organizations in the new or next economy will win or lose are determined by how well they manage their alliances strategy. The things really matter to business executives now and in the future are some others: core competencies, relationships, changing technologies, flexible organizations and new kind competition.
Those matters have something to do with business alliances. This research refers business alliances to acquisition activities.
Acquisition has different meaning and characteristic. In this research there are some definitions about acquisitions. According to Moin (2003) , acquisition can be defined as the take over of ownership or controlled of one's company asset by another company. In this term either acquiring companies or acquired companies independently exist as corporate body. Azevedo (1999) said that acquisition takes place when one company acquirers the voting stock of other company, or its assets. The acquired company will still exist as a legal unit and then be included as a subsidiary in an individual group. Then, PSAK (Pernyataan Standar Akuntansi Keuangan in Moin, 2003) No.22 defined acquisition as an activity where acquirer and acquiree agree to join their business activity. Acquirer will have a control upon net assets and business operation of acquiree.
Some others expert on acquisition practices come up with a definition of acquisition as a close, collaborative relationship between two or more firms, with the intent of accomplishing mutually compatible goals that should be difficult for each to accomplish alone. At this point it may say that acquisition activities involve at least two partners and each of them has their own interest. The main endeavor to be tied up in relationship is to obtain mutually compatible goals.
It is documented that early merger and acquisition movement had mostly occurred in United Stated since 1890s. At that time motives for merger and acquisition were propelled by sustained growth of economic and significant changes in business environment. Eventually merger and acquisition activity becomes more pervasive and now exceeds the US area. There are many international companies involved in such activity, like Daimler Benz and Chrysler; HP and Compaq; Exxon and Mobil Oil; and so on.
Acquisition activity continues to grow in Indonesia. People become more familiar with this term as it is brightened up by some merger events such as the merger of Bank Mandiri, Bank Permata, Indofood-Bogasari, Kalbe Farma-Dankos, and so on.
In Indonesia merger/acquisition activity was started in 1970s. It predominantly conducted by acquirers company that has been go public. At that time the motive for merger was tax reduction.
Acquisition implies that there is a set of operating norm exists among partners who are expected not to act in self-interest that would be detrimental to others. It also implies that there is a notion of voluntary involvement rather than coercion. The great expectation behind this decision is a reciprocal behavior.
Merger becomes one activity that gives a great impact to stakeholders. Experts posit that merger is a sort of controversial and dramatical event. It is not merely as a strategic alternative but also a financial transaction to create value to shareholders, to increase economies of scale so as to compete with others. Strategically executives must begin with maintaining stand-alone performance from the announcement of the deal right through the post-acquisition integration process. Since investors have priced heavily to build a future expectation into today's valuation, acquirer's stock will suffer if there is any indication of deteriorating performance at either of the combining business. Combined company should be able to change the economics of either the acquirer's or target's business, otherwise the acquisition will create no additional value and the premium will be lost.
Market reaction to merger and acquisition announcement will inaugurate a good predictor of subsequent performance (Weston, et.al., 2001) . Most of the time acquisition deals will determine how the stock market will react. If the market judges that the deal will succeed the initial market is likely to be favorable. If market judges negatively, the response is just the opposite. Some empirical studies show that in post acquisition performance target firms pursue more substantial gains than acquiring companies. You, Caves, Smith, and Henry (Weston et.al, 2001 ) gave a conclusion that mean return to target company for 133 mergers during the period 1975-1984 was about 20%, while return to shareholders of acquiring companies were a negative 1%.
In Indonesia some researchers conduct some studies around merger/acquisition. Saiful (2003) contended that target companies experience a positive abnormal return surrounding merger/acquisition announcement. Furthermore he found that abnormal return of target firm is higher than that of non-target firms. Seputro (2002) in his research gave a conclusion that merger/acquisition activity do not give any synergism effect towards profitability and efficiency but increase book value of the firms. Then, Rahmawati (2000) holding 36 samples summarized that acquisition gave an additional wealth for shareholders about 22.73%.
The idea of choosing this topic is merely triggered by curiosity of how an acquisition works financially. It is quite interesting to find out that not only a couple could make marriage but also company. Several studies have been conducted on acquisitions activity. Much of them focus only on certain area, namely market reaction, acquisition motives, long-term performance. This research will delineate a complete extension upon market reaction to acquisitions event and simultaneously identify how it is related to long-term performance. We may learn that some forces have been driving the changes of the increased alliances activities like merger and acquisitions. Foremost is technological change that is impacting every industry. The way of doing such business will continue and as for now it has far reaching to pharmaceutical, chemical, auto, tire and petroleum industries.
Finally, the mergers and acquisitions is just one of choices that need scrutiny evaluation. The challenge here is to make sure the deal would be a good fit today and into the future, strategically, financially and operationally for the purchaser. Potential acquisitions should be considered at a variety of levels. Financial models should be developed which evaluate the future impact on company's revenue, product mix, gross profit margins, selling costs, overhead and more.
I.2. Problem Identification
This research investigates the relationship between market expectations and long-term performance of acquisitions decision. The problem arises here is whether the market reaction driven by the motivation of acquisitions such as: financial synergy, size of acquirer, managerial efficiency, growth of acquirer, and business relatedness creates long-term value.
I.3. Objectives of the Research
The objectives of this research are: 1). to investigate whether acquisitions activity creates abnormal return, 2). to explain whether motives for acquisitions affect magnitude of Cumulative Abnormal Return (CAR), 3) to find the variations in market reaction at the time of acquisitions and to relate them with a long term performance.
I. 4. Contribution
This study is expected to give benefit for: 1) other researchers who need information concerning with the result of the study, 2) management of the company that needs additional insight about a phenomenon of acquisitions, 3) public as an additional knowledge to more understand the impact of acquisitions.
FRAMEWORK OF RESEARCH AND HYPOTHESIS
Several studies has been conducted on acquisitions event. Some of them focus on market reaction and acquisition motives and some others focus only on long-term performance. In this research the attention is devoted to determine market reaction to acquisition date and to determine some variables that enhance the value of acquisitions event and simultaneously identify how those valuation effects consistently portray the long-term performance, particularly the performance of acquiring companies.
There are several value enhancements encouraging some firms engaged in acquisition activities. This research will examine and test some variables or factors that will represent how acquisition enhances value. Those variables, considered as the market expectations, will be examined on how they match with long-term performance.
In general studies on the effect of acquisitions event determine positive abnormal return surrounding activity announcement. It conceives that acquisition announcement contains information content. Theoretically acquisition activities extend some strategic motives, namely: financial synergy, size of acquirer, managerial efficiency, growth of acquirer, and business relatedness.
Particularly some of the research on acquisitions event predicts the longer-term performance of merging company. Some researchers postulated that acquisition activities contribute a positive effect upon performance of merged partners. It is occurred as synergism motives can be maintained.
The framework of the research can be depicted as follow:
Figure 1 Framework of Research
In order to test the market reaction towards acquisitions and its relationship with the long-term performance, several hypotheses were formulated as follow :
H 1 : Acquisition events generate a significant positive abnormal return surrounding the acquisition date. 
2. Sample Selection
In this research the population is defined as completed acquiring companies that has been listed in the Jakarta Stock Exchange. Sample is determined as purposive sampling. Purposive sampling in the research is confined to specific type of criteria set by the researcher (Sekaran, 2003) .
To be included in the sample, the following criteria must be satisfied:
a. The companies-acquiring companies-is manufacturing firms and must be listed in the Jakarta Stock Exchange.
b. The acquisitions must be completed in the period from 1991 through 1998. The reason for choosing this period because it is in 1990s Indonesian Capital Market experienced resurgence. Since then acquisition is perceived as an avenue for improving business competition.
c. There is financial statement available at least two year before the acquisition date and three years after the acquisition takes place.
d. The date of acquisition must be clearly recorded.
Based on those criteria, the total numbers of acquisition deals are 39 bidder companies. All firms considered as the sample disclosed in Table 3 .1. 
Data Analysis
To assess first hypothesis, this research uses an event study methodology with market model. Event study methodology is applied to obtain abnormal return.
Abnormal return is calculated by subtracting the actual return for that day for the firm with the predicted return. The formula is shown as follow:
where : AR= Abnormal Return, R jt = Actual return, E(R jt ) = Expected Return.
It is important first to determine the event window. This research estimates 31 days event period, 20 days before acquisition date and 10 days after acquisition date (-20, +10) . The steps to calculate abnormal return as a means in hypothesizing (Weston et.al., 2001 ) are : 1) determine the acquisition date, 2) calculate predicted/expected return, (E(R jt )), for each day.
This research applies market model. The market model is formulated as:
where α j : mean return over the period not explained by the market. β j : Sensitivity of firm j to the market R mt : Return on a market index for day t.
The intercept and slope,  (alpha) and  (beta), are estimated using daily returns 300 days before the acquisition date. The measure of risk () that is used is corrected beta. The purpose of choosing corrected beta as to anticipate a non-synchronous trading. The corrected beta is obtained from PDPM FE UGM. The market return is composite stock price index or Index Harga Saham Gabungan (IHSG). The market model is estimated by running a regression for the days in this period.
To determine a significant value for hypothesis testing, one-sample T-test is employed. Computer program will be used for computation of statistical significance. The multiple regressions model is expressed in this following equation:
In multiple regressions analysis, it is necessary beforehand to conduct a test of classical assumption so as to determine any potential problems. positive average return. On the acquisition day the average actual return is positive.
RESEARCH FINDINGS AND DISCUSSION
The Result of Descriptive Statistic
The highest value of average return is exhibited on day 10 after the acquisition (0.0113) whereas the lowest one (-0.0003) on day 6 after the acquisition. Overall, there is high discrepancy between minimum and maximum value. It is shown by standard deviation value that is higher than 30% of mean. Table 3 displays the general picture of the independent variables. It shows that size of acquirer has the highest average value of 13.295 (1,329 %). For all of the independent variables there is high discrepancy between minimum and maximum value. It is shown by standard deviation value that is higher than 30% of mean. From the table it also shows that there is 56% acquiring firms acquire the same related business line. 
2. The Result of The Market Reaction.
The analysis primarily would like to indicate the movement of the return of acquiring firms upon the acquisitions event. The first thing would like to ensure is to determine the availability of informational content surrounding the event. The numbers of acquiring companies to be included in the sample are 39 companies that have completed the acquisition during 1991 -1998.
The results from employing the event study methodology showed that the abnormal return gives positive and negative value. Positive abnormal return will indicate that the actual return of the shares is higher than expected return around the event period. The negative abnormal return will indicate that actual return is lower than the expected return predicted by the shareholders of bidder firms. Table 4 briefly displays the result One-Sample T-Test of AAR of acquiring firms. The movement of AAR and CAAR is illustrated in Figure 2 and Figure 3 . significant at day 9, day 7, and day 1 before the acquisition date (t = -9, -7, -1), and at day 1, day 6 after the acquisition (t = 1, 6). Along with the AAR, the movement of cumulative average abnormal return shows a downward trend, which is illustrated in Figure 2 . In general the result indicates that the acquisition provide a significant negative abnormal return. This comes to conclusion that the acquisition activity does not generate value to shareholders of acquiring company. For the analysis of second hypothesis, this study uses multiple regressions. It will indicate the cross-sectional analysis between cumulative average abnormal return and several variables explaining the variation effect on CAAR. Furthermore, it is used to determine whether and how the return of acquiring firm responses the changes of each acquisition motive. In this section the statistical test is conducted to test the hypothesis assuming that the driving forces towards the initiation of acquisition activity is associated with particular reasons of bidding firms.
The dependent variable is CAAR employed during the event window (-20, +10). As for independent variables are company-specific acquisition motives, namely: financial synergy, size of acquirer, managerial efficiency, growth of acquirer, and business relatedness.
Results from using multiple regressions to conduct analysis are disclosed in Table 5 . Adjusted coefficient of determination (Adjusted R square) indicates that -12% variation of CAAR can be explained by those independent variables. The value of R Square shows a weak relationship between CAAR and the six independent variables As an overall test of significant, it is shown by the value of F test of 0.315 with the significant value of 0.924 (92.4%), which is higher than  = 5%. It contributes information that there is no significant relationship present between CAAR and the six independent variables. One-Sample T-test gives further test. A test is conducted to determine the significant value of each individual independent variable. The result displays that none of each variable approve of giving sufficient evidence. Company specific acquisition motive variables, such as: financial synergy, size of acquirer, managerial efficiency, growth of acquirer, business relatedness, cannot explain the acquisition motives of acquiring companies.
Throughout the test, it is inferred that acquisitions activity could not be enhanced by acquirers' motives of acquisition. It might be imply that decision to deal with acquisition is initiated by the non-economic reasons such as: to maintain the performance of the firm as to keep away from bankruptcy, pay an excessive premium for target and not being able to create sufficient value from the deal (hubris hypothesis or agency problem), more prone to overconfidence, and so on.
The result of this analysis is in contrast to the study of Nilmawati (2003) . She The result of business relatedness of this research is roughly consistent with the finding of Barney (1988) . Barney determines that one of the factors affecting the abnormal return is business relatedness. He finds that bidding firms does not generate abnormal return when they acquire related target firm.
The results of regressions analysis also indicated that a test of classical assumption meet the assumption of normality, multicolinearity, heteroscedasticity, and autocorrelation.
Long Term Performance.
The analysis before shows that the acquisition motives have apparently not been able to fully materialize the changes of CAAR. However, it is possible to assess the longer-term horizon of acquisition activity. The measures of long-term performance are ROA, ROE and OPM.
The hypotheses are tested using Wilcoxon Signed-Rank Test. The purpose of this test is just to learn whether or not the performance before and after the acquisition is identical. In this case, the Wilcoxon test is applied to assess the hypothesis H 3. Along with the Wilcoxon test, One Sample T-Test and Manova test are employed to determine whether the performance indicators, ROA, ROE and OPM.
The Wilcoxon Signed-Rank Test and Manova Test for the first hypothesis is disclosed in Table 6 . One Sample T-Test is disclosed in Table 7 . significant value of 0.189, which is higher than  = 5%. It shows that as a whole the all three-performance measurement does not reach significant differences for one year before and one year after the acquisition. Table 6 and Table 7 respectively report the Wilcoxon test and T-test for performance in one year before and two year after the acquisition. It is learned that with a level of significant  = 5%, only ROA experience significant differences of the three variables of performance indicators. The others variables display no significant differences. Manova test shows F test of 1.928 and significant value of 1.132. This implies that overall the differences in performance for one year before and two year after is not significant.
As seen in Table 6 , the performance in one year before and three year after in terms of ROA and ROE are significantly different with a level of significant  = 5%. This gives evidence that hypothesis H 3 can be realized defined as ROA and ROE whereas the hypothesis H 3 does not seem to be supported in terms of OPM. However the results from employing One Sample T-Test, which can be seen in Table 7, show that with a level of significant  = 5%, ROA and OPM provide a significant negative value.
Manova test yield the F value of 2.416 with significant value of 0.073. Again it implies that there are no significant differences in performance between one year before and three year after the acquisition. is learned that overall, the performance in two year before and two year after is not significantly different. Vennet (1996) , Madura and Wiant (1994) who find that long-term performance would pronounced if some conditions are satisfied such as:
focus on similar earning stream, involving inefficient acquirers, experience poor preacquisition performance and low pre-acquisition growth.
CONCLUSION AND RECOMMENDATION
Conclusion
Results from using One-Sample T-test provide an evidence showing that the market react relatively in doubt to accept the information about the acquisition event. It is reflected as average abnormal return experiences the fluctuated value. By observing 31 days window period, Average Abnormal Return (AAR) earns significant positive value at day 15, day 14 and day 8 before the acquisition date (t = -15, -14, -8). The significant negative value is found at day 9, day 7, and day 1 before the acquisition date (t = -9, -7, -1), and at day 1, day 6 after the acquisition (t = 1, 6). In this case the investor might perceive that acquisition activity do not favored by the market, thus decreasing shareholders wealth.
By examining the specific acquiring firm motivations of acquisition, it is found that none of each variable approve of giving sufficient evidence of disparity of CAAR.
It implies that initiation to involve in acquisition deal may be attributed to some noneconomic motives, such as: to maintain the performance of the firm as to keep away from bankruptcy, pay an excessive premium for target and not being able to create sufficient value from the deal (hubris hypothesis or agency problem), more prone to overconfidence, and so on. This result is consistent with the result of AAR showing that the market has little faith towards the success of acquisition.
Differing performance levels over the time period designated the analysis of long-term performance. The results indicate that based on Wilcoxon test there are two variables generate significant differences, namely ROA and ROE while One Sample Ttest generates significant values for ROA and OPM. For all time period ROA in preacquisition is statistically different from post-acquisition, whereas ROE and OPM are statistically significant in one year before, three year after acquisition date and two year before, three year after the acquisition. The results of both statistical tests provide the negative and significant value for the hypothesis on ROA, ROE and OPM. It indicates the inverse expectation between pre-and post-acquisition performance. As an overall result, which is computed by Manova test, it is learned that the acquisition activity does not affect on performance improvement.
These results are consistent with the market reaction, which is in doubt to predict the success of the acquisition over the long-term performance. Along with the result of hypothesis 2, it can be postulated that several reasons why long-term performance is deteriorated in the following years after the acquisition is also related to non-economic reasons, as follows:
1. The management side might only concern to the rapid increase of total balance sheet so that the merged firms experience a large amount of expense.
2. Acquisition may also perceive as a mean to obtain prestige. In such a case large acquisition will invite the media attention so that enhance the firm rankings.
3. The management might be overconfidence in creating value from acquisition. It ensures that acquirer companies pay an excess premium so that the value of shareholders of acquiring firms is decreasing.
4. After the acquisition completed, the merged companies may not be willing to restructure to achieve the potential cost savings.
5. The problem may also come from human factors. In this kind of situation the merged companies have a big problem in integrating different business culture.
3. Recommendations
Based on the analysis and conclusions, here are some recommendations:
1. To provide further understanding about the effect of acquisition on long-term performance, it is suggested to apply a detailed approach. So, it would be able to discern of to what extent the acquisition will deteriorate the performance of combined firm.
2. It might be directional if the study of acquisitions is conducted by designing particular categorical observation. For instance, a study separately examines the acquisition activities based on focusing and diversifying acquisition or horizontal and vertical acquisition.
